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The Levy Economics Institute of Bard College 1955Q3 1959Q2 1963Q1 1966Q4 1970Q3 1974Q2 1978Q1 1981Q4 1985Q3 1989Q2 1993Q1 1996Q4 2000Q3 2004Q2 2008Q1 Dollar Concern has grown that the increase in federal government and Fed liabilities, and especially money, will cause a large increase in inflation. But demand for goods and services is very weak, making a sudden rise in prices unlikely at this time. Rather than seeing the jump in money and government bonds as fuel for a surge in spending, it can better be seen as a life raft for sectors that have found the value of their overall portfolios shrinking dramatically.
The personal sector's financial net worth fell by nearly $8 trillion over the last year, according to the Fed data (see Figure 2 , which shows financial assets and liabilities divided by GDP). Fed and federal government liabilities are necessarily assets of either the U.S. private sector or other countries. Now that the bubble in risky assets has burst, households have become risk averse rather than yield hungry, and building up a reserve of safe assets will be a salutary antidote to speculative fever. A similar series of events occurred during World War II and the ensuing years, when banks and households eagerly bought federal debt securities, after witnessing a massive loss of wealth in the 1929 stock market crash and the Great Depression. Hyman P. Minsky (1986, pp. 33-37) 
